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INTRODUCTION

This Intended Use Plan (IUP) is required by Section 606(c) of the Clean Water Act
(CWA), and submitted to the U.S. Environmental Protection Agency (EPA) as part of the
State of Delaware’s Federal Capitalization Grant Application for financial assistance
under the American Recovery and Reinvestment Act of 2009 (ARRA). The IUP
identifies the intended uses of the funds requested, and how the additional financial
assistance will support the goals of the Delaware Water Pollution Control Revolving
Loan Fund (WPCRLF). The mission of the WPCRLF is to provide a continuing source
of financing for environmental infrastructure capital needs to maintain and improve water
quality. Financial assistance is provided by the WPCRLF to public and private entities
for planning, design, and construction of wastewater collection, treatment and disposal
facilities, and non-point source and estuary water pollution control projects.

All eligible projects and programs submitting Notices-of-Intent (NOIs) are listed on the
2010 Project Priority List (PPL) in priority order. However, no funds are committed or
reserved for individual projects until financial assistance applications are solicited,
received and approved, indicating the project’s readiness to proceed. Projects that are
ready to proceed are then funded in priority order. Assistance applications have been
received for seven (7) 2009 PPL projects and are being processed; 2010 PPL assistance
applications have been requested; and a project refinancing request has been received for
a 2008 PPL project that closed on November 21, 2008,

WPCRLF Program Goals

The State of Delaware is committed to using the requested federal capitalization grant to
provide financial assistance for eligible projects that will proceed quickly to construction,
creating jobs and furthering the water quality mission of the WPCRLF. The following are
the WPCRLF short-term and long-term goals.

Short Term Goals

To enter into binding commitments for projects that will proceed to construction or award
of construction contracts by February 17, 2010.

To expeditiously fund affordable eligible projects that simultaneously will create jobs,
promote economic recovery, and generate long-term benefits from infrastructure
investment,

To comply with all federal capitalization grant and project reporting requirements.

To finalize a comprehensive revision of the CWSRF Operating Agreement between EPA
and the Delaware Department of Natural Resources and Environmental Control

(DNREC) for the administration of the WPCRLF.
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Long Term Goals

To analyze financial leveraging as a tool that may be needed to help meet the growing
demand for loans provided by the WPCRLF,

To revise and update the WPCRLF’s Project Priority List Ranking Criteria to include
non-traditional project categorics, such as stormwater, ecological restoration, and
sustainable infrastructure.

To expand the loan portfolio of the WPCRLF to include other innovative uses such as
Forest Land Conservation Easements, Energy Efficiency, Sustainable Infrastructure, and
dedicated loan repayment sources such as Stormwater Ultilities.

Sources and Uses of Funds

- The WPCRLF will receive a'$19,239,100 federal capitalization grant under the ARRA.

A state match is not required to receive the federal assistance. Four percent (4%) of the
capitalization grant $769,564 is authorized and will be used for the administration of the
WPCRLF. The ARRA requires that at least fifty percent (50%) of the federal
capitalization grant $9,619,550 be used for additional project subsidization (principal
forgiveness, negative interest rates, and/or grants). In addition, at least twenty percent
(20%) of the federal capitalization grant $3,847,820 must be used for projects funded
under a Green Project Reserve (GPR) - green infrastructure, water or energy efficiency,
and innovative use projects.

Table 1

Sources and Uses of Federal Capitalization Grant

Source Amount
Federal Capitalization Grant $19,239,100
Uses:

Program Loans "% 5,002,166
Project Assistance Subsidization (50%) $ 9,619,550
Green Project Reserve (20%) $ 3,847,820
WPCRLF Administration (4%) $ 769,564
Total Uses $19,239,100

Project Selection Funding Process

The selection process for funding municipal wastewater projects was based on three
factors: 2009 PPL financial assistance applications solicited and received; 2010 PPL
ranking criteria; and projects that could be ready to proceed to construction by December

-2009. Seven (7) financial assistance applications were solicited and received from the

2009 PPL for funding consideration totaling approximately $40 million. The following
3



two (2) 2009 PPL projects may receive funding in whole or in-part from the ARRA
capitalization grant, existing WPCRLF funding, and/or U.S. Department of Agriculture
(USDA) funding. The remaining five (5) 2009 PPL projects may be funded in whole or
in part with existing WPCRLF and USDA funding. CWSRF projects funded after
October 1, 2008 are eligible to be refinanced with ARRA funds. To assist with lowering
the project anmual sewer rate of $1,051 in the Angola Neck Sanitary Sewer District, $1.5
miltion of an existing CWSRF $15 million loan may be refinanced with ARRA funds.

Table 2

FY 2009 Project Priority List Assistance Applications Received

Municipality / Project Name Estimated Project Costs
Sussex County, Delaware

e Johnson’s Corner Sanitary Sewer District $10.95 million

¢  Woodlands of Millsboro $ 1.28 million

» Angola Neck Sanitary Sewer District _ $ 1.50 million refinancing

In December 2009, WPCRLF Workshops were held in all three Delaware Counties to
provide an overview of the program and to inform municipalities, consulting engineering
firms of the need to submit a Notice-of-Intent (NOI) for the 2010 PPL process by January
30. A total of 97 NOIs were received for wastewater project costs estimated at
approximately $357 million. Funding requests for 76 projects that could proceed to
construction by December 2009 were estimated at approximately .$106 million.
Wastewater projects were selected for possible funding based on Water Quality Criteria,
and on estimated construction start dates (based on submitted project planning and design
completion dates). In some cases higher ranked projects were bypassed for projects
ready to proceed to construction sooner.

To help ensure an open and competitive process, potential construction-ready projects
will be solicited for the GPR (green infrastructure, water and energy efficiency, and
innovative uses). Starting March 18, 2009 and continuing through April 20, 2009
projects will be solicited for the GPR. Funding for GPR projects will include the required
twenty percent (20%) set aside $3,847,820 for loans, in addition to $1,923,910 for loan
principal forgiveness. Projects will be selected based on construction readiness and GPR
Ranking Criteria.

. Project Loan Terms and Interest Rates

The WPCRLEF’s Interest Rate Policy is based on ninety percent (90%) of the Municipal
Bond Yield for AA rated municipal bonds. Municipalities can receive a lower interest
rate based on project affordability. To help Delaware’s economy recover, the Clean
Water Advisory Council (CWAC) has recommended a two percent (2%) interest rate for
ARRA and WPCRLF funded projects that can be under contract or in construction by
December 2009.

The ARRA requires that not less than fifty percent (50%) of the federal capitalization
$9,619,550 be provided in the form of loan principal forgiveness, negative interest rates,
and/or grants. The WPCRLF’s Interest Rate Policy includes sewer user charge

4
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affordability criteria based on one and a half percent (1.5%) of Median Household
Income (MHI). If the projected sewer rates for a proposed project will increase user
charges above 1.5% of a community’s MHI, additional financial assistance (if available)
can be used to help reduce sewer user rates. The following five (5) projects if funded
may receive loan principal forgiveness to help reduce sewer user rates that are projected
to significantly exceed 1.5% of MHI.

Table 3

Possible Principal Forgiveness Projects

Municipality / Project Name Estimated Project Costs
Sussex County, Delaware

e Johnson’s Corner Sanitary Sewer District $10.95 million

e  Woodlands of Millsboro $ 1.28 million

o Oak Orchard Sanitary Sewer District $18.40 million

o Inland Bays Regional WWT Plant Expansion -~ $29.00 million -

s Angola Neck Sanitary Sewer District $ 1.50 million refinance

Authority to Provide Additional Subsidization

The DNREC has the authority to implement the WPCRLF under 29 Del. C. Ch. 80,
§8003. The authority includes any other allowable purposes under the CWA as amended.

WPCRLF Financial Statoas

A compliance and financial audit of the WPCRLF for the year ending June 30, 2008
reported no audit findings or compliance issues. Based on an internal cash flow model
developed for the WPCRLF, approximately $41.7 million is available for new loan
disbursements.

Public Review and Comment

Newspaper notices were posted in the Delaware News Journal and Delaware State News
on February 20, 25 and March 4, 5 informing the public of a Public Hearing on March 18
to receive public comment on the 2010 Project Priority List and 2009 Intended Use Plan
— Supplemental. Two (2) DNREC Press Releases was posted to DNREC web site to also
inform the public of the Public Hearing on March 18. The public hearing record will
remain open until April 17 to receive public comment.

A public hearing will be held on April 22, to receive public comment on the project
selection for the 20 percent GPR.

Assurances

Required ARRA Reporting

Delaware will enter all projects funded by the ARRA monies into the CWSRF Benefits
Reporting System on an ongoing, basis.
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Delaware is committed to regular reporting and review of its progress in meeting the

timelines established by the ARRA legislation, and will take corrective action as . .- .. -

necessary to avoid reallotment of ARRA funds.

Loan Agreement Conditions for Recipients

Delaware will include a condition in loan agreements funded by ARRA monies that will
require loan recipients to enter into construction contracts and/or start project
construction before February 17, 2010.

Envirommental Reviews

Delaware will meet environmental review requirements by complying with Section IV,
paragraph G, of the Operating Agreement between the State of Delaware and the EPA,
and Section V of the Regulations Governing the Administration of the WPCRLF.

Expeditious and Timely Expenditures

Delaware has select projects that will be funded with ARRA monies that may be able to
meet the goal of entering into binding commitments for fifty percent (50%) of the
capitalization grant award by July 2009,

CWSRF and DWSRF Federal Fund Transferability

Delaware reserves the right to transfer ARRA Capitalization Grant monies between the
State’s WPCRLF and Safe Drinking Water Revolving Loan Fund programs as necessary
to ensure the full utilization of the federal assistance.

2010 Project Priority List

The 2010 PPL provides a list of publicly owned treatment works including: the name of
the community, the project type, project description, permit number, type of assistance,
assistance amount, subsidy amount, and estimated contract dates (see Attachment A). -
The list also includes 2009 PPL projects for which assistance applications have been
solicited and received; and a 2008 PPL project that may be refinanced. Projects that may
be funded with ARRA monies are identified; in addition to projects that could be funded
with reallotted ARRA funds from other states should they become available. The
remainder of the 2010 PPL includes projects that may be funded in whole or in part with
existing CWSRF funds.

Non — Federal Administration Account

Delaware has established a Non-Federal Administration Account (NFAA) funded by a
one percent (1%) administrative fee charged on WPCRLF municipal loans. The fee is
collected from the interest portion of loan repayments over the term of each loan. The
NFAA is accounted for and managed separately from the corpus of the WPCRLF. Funds
in the NFAA are not considered WPCRLF program income due to the fact that federal
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capitalization grants that originally funded the loans are closed-out prior to receiving fees
- from completed projects.

Historically, the NFAA has been used to supplement the four percent (4%) pmgram
administration allowance associated with each federal capitalization grant, and to fund

the salary for a contractual position within the Division of Water Resources:Holding. . -

Tank Enforcement program. Delaware is now planning to use the NFAA for a number
of innovative uses. The planned new uses are consistent with EPA’s Guidance on Fees
Charged by States to Recipients of CWSRF Program Assistance, 40 CRF Part 35. ‘The
following is a list of the current and planned uses for the NFAA. A conservative
estimate of the NFAA revenue and planned uses are listed in this document (sce
Attachment B).

Supplement 4% CWSREF Capitalization Grant Program Administrative Allowance
Fund salary and related expenses for Contractual Employee to ensure compliance
with Division of Water Resources Holding Tank Enforcement Program

s Provide State Match for CWSRF Capitalization Grants (if necessary) - $1 million per
year starting in FY 2010 through FY 2014

» Fund six (6) Division of Water Resources Positions - $520,900 per year startmg in
FY 2010 through FY 2014

¢ Capitalize a $2 million Planning and Design Short-Term Revolving Loan Frund -
starting with projects on the 2010 PPL ;

¢ Fund a revised Due-On-Transfer Septic Extended Funding Option (SEFO) Loan
Program — up to $500,000 per year, $3 million over six years

* Fund Community Water Quality Grant Projects — starting in FY 2010, $500,000 per
year through FY 2014

* Fund Wastewater Matching Planning Grants — starting in FY 2010, $150,000 per year
through FY 2014

e Fund Stormwater Matching Planning Grants — starting in FY 2010, $100,000 per year
through 2014

* Fund one (1) Stormwater Position in the Division of Soil and Water - starting in FY
2010

The NFAA will be reviewed annually to ensure its sustainability before any additional
uses are considered. The WPCRLF's Annual Report will include a description of the
NFAA, fees charged, actual use, and the remaining balance in the account.
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FY 2010 PROJECT PRIORITY LIST
Jor the

. DELAWARE WATER POLLUTION CONTROL REVOLVING FUND

I1.

1T,

NARRATIVE

The Fiscal Year 2010 Project Priority List is the eighteenth Project Priority List prepared for the
Delaware Water Pollution Control Revolving Fund (WPCRF). The Secretary of the Department of
Natural Resources and Environmental Control (DNREC) is empowered to administer the WPCRF in
accordance with the requirements set forth in Title VI of the Federal Clean Water Act (CWA) as
amended by the Water Quality Act of 1987 and by 29 Del C., Chapter 80, §3003.

The preparation of the Project Priority List (PPL) is an annual function specified in the WPCRF
Operating Agreement between the DNREC and the USEPA, Region IIl. A public hearing in
accordance with the provision of 29 Del C. Chapter 80, §8003(11)(d)(2), will be held March 18,
2009.

WPCRF PROGRAM

The first step in the preparation of the FY 2010 PPL was the filing of Notices of Intent by eligible
agencies. On December 30, 2008, all potential WPCRF patticipants were sent a letter notifying them
of the need to file a Notice-of-Intent by January 30, 2009. Follow up telephone calls were made as
appropriate. Based upon the responses received and the available funds, the Draft FY 2010 PPL was
developed. The procedure for preparing the PPL is established in the Standard Operating Procedures
for the Delaware Water Pollution Control Revolving Loan Fund. The PPL establishes a ranking of
the projects that may be funded. The requested project assistance from this PPL will be funded in
part from a 2009 Federal Capitalization Grant funded under the American Recovery and
Reinvestment Act of 2009 (ARRA). The 2009 Intended Use Plan - Supplemental, identifies how the
ARRA funds will be used and which projects from the 2010 PPL may reccive funding,

Ninety-seven (97) Notice-of-Intents were received from seventeen (17) eligible municipal
governments and four (4) expanded use programs were submitted for continued funding. Considering
the amount of the ARRA Grant, existing WPCRLF funds available for loan disbursement and
possible project co-funding with the U.S. Department of Agriculture (USDA), an estimated $94.6
million in projects may be funded. For FY 2010, approximately $1.5 million will be allotted for
approved expanded use programs (septic system remediation, agricultural non-point source projects,
removal of leaking underground storage tanks, and nutrient management programs).

Fiscal Year 2010 Project Priority List:
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